We analyze the extent to which endogenous cultural amenities affect the spatial equilibrium share of high-human-capital employees. To overcome endogeneity, we draw on a quasinatural experiment in German history and exploit the exogenous spatial distribution of baroque opera houses built as a part of rulers' competition for prestigious cultural amenities. Robustness tests confirm our strategy and strengthen the finding that proximity to a baroque opera house significantly affects the spatial equilibrium share of high-human-capital employees. Then, a cross-region growth regression shows that these employees induce local knowledge spillovers and shift a location to a higher growth path. 
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NON-TECHNICAL SUMMARY
Baroque rulers' pomposity and quest for prestige accidentally affect economic growth today. The theory that you can only spend what you have was not a popular one among the absolutistic rulers of this era and it was not uncommon for rulers to incur huge debts and engage in deficit spending in their quest for grandeur. One remnant of this time is the baroque opera houses that are still found throughout Germany. The regional distribution of baroque opera houses today suggests that it is not primarily the regions' historic economic prosperity that explains their existence. Based on this observation, the paper addresses the chicken and egg problem of whether economic success leads to a rich cultural life or vice versa.
In light of studies that illustrate the concentration of both bohemians and human capital in prospering cities, one might assume that a concentration of cultural amenities attracts human capital. However, it could just as easily be the other way around, where a concentration of human capital in the form of highly skilled workers who have not only an appreciation for artistic output, but for the money to indulge in that taste, will attract bohemians. In our empirical analyses, we find that proximity to one of 29 baroque opera houses across Germany has a positive effect on the regional share of high-human-capital employees which then stimulates regional growth.
Our advice to local policymakers is to be aware of the value of cultural amenities when competing for high-human-capital individuals. However, local policymakers should also carefully consider the possibility of unwanted side effects from redistributing resources to cultural amenities at the expense of other public spending or increased taxes because such a policy could result in relocation decisions by firms or individuals that do not value cultural amenities.
Introduction
The connection between the presence of exogenous local amenities, such as weather conditions, and spatial differences in wages and rents has long attracted a great deal of interest. 1 In the framework of a spatial equilibrium model, shows that exogenous local amenities that are valued by employees are capitalized into rents and wages.
In an extension of this model, Moretti (2004) distinguishes low-human-capital employees from high-human-capital employees, finding that only the latter value the local amenity. This model suggests a spatial equilibrium, with a larger share of high-human-capital employees in the high amenity location. In this paper, we focus on consumptive amenities and argue that especially high-human-capital individuals cherish the availability of cultural amenities, a hypothesis that is supported by reality. For example, a large survey of about half a million individuals in Germany finds that the highly educated full-time employed respondents who moved in the last 10 years in fact rank "cultural offerings and an interesting cultural scene" among the top five reasons for their location choice.
2
The challenge in analyzing the effect of local cultural amenities on high-human-capital employees is that cultural amenities-as compared to natural amenities like weather-are not exogenously determined. Initially, the endogeneity issue arises from local high-human-capital individuals' ability and willingness to pay for cultural services (Glaeser 2005) . Additionally, local governments might compete for creative individuals by subsidizing cultural services.
For instance, German municipal governments subsidized "music and theatre" with more than 35 Euro per capita in 2006 (Destatis 2008) . Given the local government's budget constraint, subsidies for cultural services, other local public spending, e.g., for education, and local taxes 1 See, e.g., Rosen (1974; 1979) , , Blomquist et al. (1988) , Gabriel and Rosenthal (2004) , Gyourko and Tracy (1991) , and Rappaport (2007) for research in this area and Bartik and Smith (1987) for an overview. 2 The "Perspektive Deutschland" (Perspective Germany) Survey by the McKinsey consultancy. For more details, see Buettner and Janeba (2009) .
are simultaneously determined (Gyourko and Tracy 1991) . This gives rise to a second endogeneity problem when analyzing the effect of local cultural amenities on high-humancapital employees. In both cases, it is not possible to refer an observed share of high-humancapital individuals in a region to the cause of cultural amenities and, consequently, it is not not guaranteed that expenditures for cultural amenities do indeed attract high-human-capital individuals.
To overcome these endogeneity problems and identify a causal relationship between cultural amenities and the spatial concentration of high-human-capital employees, we exploit a quasi- 4 Music was so highly regarded that "every local court (Hof) worth its salt had its own orchestra or band (Kapelle or Harmonie), and the more affluent courts maintained opera houses" (Scherer 2001a: 719) . These opera houses, many of which still exist, acted as tangible symbols of their builders' prestige. However, the presence of one of these opera houses does not necessarily mean that the surrounding region was wealthy and prosperous enough to afford it; very often the rulers incurred vast debt and engaged in deficit spending in their quest for grandeur, (cf. Duchhardt 1992; Vierhaus 1984) . In other words, we argue that baroque opera houses do not indicate regional wealth or predict future prosperity. Accordingly, proximity to these opera houses, which were the result of a competition for prestige between kings, dukes, and princes, should be exogenous to the distribution of high-human-capital employees that originates from the period of and after the Industrial Revolution.
We find that proximity to a baroque opera house is a strong predictor of a region's equilibrium share of high-human-capital employees. In several robustness tests, we discuss confounding factors that might be correlated with both proximity to a baroque opera house and the local share of high-human-capital individuals. Including control variables that are measured at the baroque opera house location and that are likely to capture productive spillovers from that location to the region being investigated does not change our result. To further validate our argument that proximity to a baroque opera house is a valid explanation for the effect of cultural amenities, we construct counterfactual opera house locations. Using propensity score matching, we pinpoint, from the pool of locations not having an opera house, those locations that are the "twins" of locations that do have an opera house and test the impact of proximity to these counterfactuals on a location's share of human capital employees. We find no significant effect in this specification. We further illustrate the relevance of our strategy by showing that places with a baroque opera house differ from the counterfactual locations without a baroque opera house in size of their cultural scene, which is measured by their contemporary share of bohemians.
5
Local governments, however, are interested not only in whether local cultural amenities attract high-human-capital individuals but, also in whether these high-human-capital individuals generate some form of local knowledge spillover. In the absence of positive spillovers, it is difficult for a local government to justify its use of taxpayer money to subsidize cultural amenities. Thus, we exploit the exogenous variation in the local share of high-human-capital individuals stemming from proximity to a baroque opera house and analyze the effect of the local level of human capital on a location's growth path. Endogenous 3 The early Baroque era started around 1600 and the late Baroque era lasted until the late 17 th century. We concentrate on the period 1650-1800, which is broadly the time between the end of the Thirty Years' War and the beginning of the Industrial Revolution. In the following, we refer to this whole period as the Baroque era. 4 J. S. Bach was born in 1685 so he would have been in Thuringia between then and around 1700. 5 Both Jacobs (1961) and Florida (2002) use the expression "bohemians" in the context of economic geography to describe a location's cultural scene as local amenities. However, the expression itself was popularized much growth theories suggest that in the presence of some form of local knowledge spillovers, the local level of human capital should have a positive effect on a location's growth path.
Applying an instrumental variable approach, we find that it is the local level of high-humancapital employees who value their proximity to a baroque opera house that shifts a location to a higher growth path.
The remainder of the paper is organized as follows. In Section 2, we provide a detailed description of the quasi-natural experiment in German history that provides us with an exogenous spatial distribution of cultural amenities, i.e., baroque opera houses. In Section 3, we analyze the effect of proximity to a baroque opera house on the spatial equilibrium share of high-human-capital employees and discuss a variety of confounding factors that might bias our estimates. In Section 4, we exploit this exogenous variation in the local share of highhuman-capital individuals to test the impact of the local level of human capital on a location's growth. We conclude, in Section 5, by discussing some of the implications of our findings.
Baroque Opera Houses in Germany as a Quasi-Natural Experiment
In the centuries following Charlemagne, France, Spain, England, and Habsburg Austria developed into states where power was wielded by a centralized sovereign. In contrast, the Holy Roman Empire became increasingly fragmented because the emperor had to buy the loyalty of kings, princes, and dukes within the empire by granting territorial and governance Italy there were dozens of courts and cities competing for prestige, and thus for musicians. It is no exaggeration to trace the extraordinary productivity of court music in the territories of the former German empire among other things to this figuration-to the rivalry for prestige of the many courts and the correspondingly high number of musical posts.
Based on these initial ideas, Scherer (2001b) analyzes the biographies of 645 composers born between 1650 and 1849 and traces the evolution of freelance music composition over this period. His findings suggest that freelance composing increased in intensity across this entire period. However, a market for music beyond what churches and the nobility could sustain only emerged well after 1800 when an increasingly wealthy middle class began paying to attend concerts and demanding sheet music for home entertainment. In Scherer's data, this change in the music scene is reflected by a significant increase in freelance composing activity by composers born in the period 1800-1849.
These findings suggest that those opera houses built before the Industrial Revolution began making inroads into continental Europe in the middle of the 19 th century were primarily built for reasons of prestige. They resulted from the cultural competition between kings, dukes, and princes in a time when strategic marriages and war alliances, instead of economic factors, determined regional prosperity. Of course, one could argue that the funds needed to build a prestigious opera house did not just magically appear but must have been, at least to some degree, based in the region's economic status. However, as discussed by Duchhardt (1992) and Vierhaus (1984) , the theory that that you can only spend what you have was not a popular one among the absolutistic rulers of this era. Indeed, it was not uncommon for rulers to incur huge debts and engage in deficit spending in their quest for grandeur.
By contrast, opera houses built during and after the Industrial Revolution were most likely built to meet a growing private demand for music, a demand chiefly driven by economic development that brought increasing wealth to some regions and their emerging bourgeoisie.
Given that German regions have been and are still shaped by industrialization patterns, only opera houses that were built before 1800 can be viewed as being exogenous to today's regional development. Figure 1 maps the locations of the 29 stand-alone opera houses built before 1800. The map clearly shows that the baroque opera houses were not located solely in today's big cities such as Berlin, Munich, and Hamburg but also in several currently smaller cities such as Bautzen, Neustrelitz, Passau, and Stralsund. Table A1 in the Appendix provides further information about the opera houses and makes it apparent that our cut-off year of 1800 is not adhered to strictly, i.e., we also include three opera houses that were built shortly after 1800. However, excluding these three opera houses does not qualitatively change our results. We concentrate on stand-alone opera houses because even though many manors and castles had halls where traveling orchestras and groups performed, these artists were only passing through. They were not part of everyday life and thus cannot be considered as early cultural concentrations that may predict today's concentrations. By contrast, constructing an opera house was a significant commitment to the musical arts, involving the permanent maintenance of an orchestra, stage designers, and so forth.
<< Figure 1 here >>

The Contemporary Distribution of High-Human-Capital Employees and Local Cultural Amenities
In this section we provide evidence for the impact of proximity to a baroque opera house on the spatial equilibrium share of high-human-capital employees. As argued above, we consider the spatial distribution of baroque opera houses to be exogenous to contemporary regional development, which, in turn, is related to the distribution of high human capital. To demonstrate that there is a causal connection between consumptive cultural amenities and the local share of high-human-capital individuals, we need to confirm that proximity to baroque opera houses is not correlated with confounding factors associated with the local share of high-human-capital employees. Thus, we extensively discuss sources of productive spillovers from the opera house locations that might provide alternative explanations for the presence of high-human-capital individuals and that would thus bias our estimates. In a cross-region regression, we regress a district i's (i = 1, … ,403) average annual share of employees with a tertiary degree i h on the distance d ij to the closest baroque opera house location j (j = 1, …, 29):
As our model could be compromised if regional prosperity and urbanization have an impact on a district's share of high-human-capital employees, we additionally control for initial GDP per capita y it = 0 and a set of district-type dummies (matrix D i ). Table A2 for more details). i ε is a standard error term.
<< Table 1 here >>
The result of the basic specification is reported in Column 1 of Table 1 . Proximity to a baroque opera house is a strong predictor of the district's share of employees with a tertiary degree. The result suggests that, all else equal, for every 10 kilometers nearer to an opera house, the district's equilibrium share of employees with a tertiary degree increases 0.3 percentage points (which is about 4 percent above the sample mean).
Contemporary economic conditions at the baroque opera house location: Of course, the coefficient of the distance ij d to the closest baroque opera house can be interpreted as a causal effect of proximity to a cultural amenity only if this proximity is not correlated with other factors having an impact on the local share of high-human-capital individuals. The most prominent pathways would seem to run through productive spillovers from the baroque opera location j to location i. Spillovers from pecuniary agglomeration externalities are probably best captured by current GDP per capita and population density in the closest baroque opera house location. To account for this, we additionally control for initial GDP per capita and the district type (according to the BBR 2003) of the closest opera house location j. This procedure results in very little change in distance coefficient compared to the basic specification (cf.
Column 2 of Table 1) ; the difference between the two coefficients is not statistically significant.
Baroque-era economic conditions at the historic opera house location: Above, we argue that in the Baroque era, the presence of an opera house did not necessarily indicate regional prosperity. However, if we are wrong about this, and opera houses were built only in prosperous regions, such past prosperity could very well be the foundation for current economic prosperity. For example, think of geographic features that are determinative of long-run economic prosperity, including a region's suitability for agriculture, forestry, trade, and mining, all of which were the major sources of wealth before the Industrial Revolution and might still influence regional wealth today.
As argued by Combes et al. (in press) , the characteristics of a region's soil are crucial to that region's success in an agrarian society. Accordingly, geological indicators of the suitability of a region's soil for agriculture and forestry should provide a meaningful insight into the distribution of regional wealth prior to the heyday of industrialization. A region's soil quality is measured by the presence of minerals in the subsoil, i.e., the intermediate layer between the topsoil and the bedrock, and the dominant parent material comprising the underlying bedrock (for more details, see Table A2 ).
The slope of a region is also likely to have influenced agricultural productivity, hence regional prosperity, in former times. Slope is measured, in meters, as the difference between a region's maximum and minimum elevations. However, slope may have had an additional effect on ancient regional prosperity; transport routes probably avoided large differences in steepness or ruggedness. Proximity to the coastline, making possible a harbor and all that such implies for trade and fishing, may be another source of former regional prosperity. This importance of access to a harbor is further developed by Acemoglu et al. (2005) for European regions. We thus include a coast dummy that equals unity if a region is located along the coast.
The soil variables also allow some inferences as to a region's mineral wealth. However, as the simple presence of minerals does not necessarily imply their exploitation, we further consider the location of mining academies founded before 1800, believing them to be a good indicator of regional exploitation of mineral resources. Specifically, we consider seven locations that are or were home to a mining academy within Germany's current borders, as well as two locations in Silesia (now Poland) and one location in Bohemia (now the Czech Republic) (these latter three locations were a part of the German territories during our period of investigation (cf. Becker and Woessman 2009), there is some concern that today's cultural competition and economic situation might be simultaneously determined by religion.
To overcome this problem, Column 4 of Table 1 controls for the religious denomination at the baroque opera house location as observed at the beginning of the Thirty Years' War, in 1618.
Our religious control includes dummies for Lutheran, Roman Catholic, Calvinist, and mixed regions (for more information, see Table A2 ). 10 The results show that the effect of the distance to the closest baroque opera house remains robust to this control.
Hanseatic cities:
We address the possibility that baroque opera house locations might coincide with early centers of trade in a second way. Those who have read Thomas Mann's famous novel Buddenbrooks, which describes the rise and fall of a trader's family in the hanseatic city of Luebeck, might argue that opera houses in hanseatic cities were not built as a result of competition between courts but to meet the increased demand by citizens for music, chiefly driven by prosperous economic development. Even though opera houses in the hanseatic cities of Brunswick, Bremen, Hamburg, Luebeck, and Rostock were built after the heyday of the Hanseatic League (between 1250 and 1400), we ran separate regressions omitting these cities when calculating distance to the closest baroque opera house (for more information, see Table A2 ). As reported in Column 5 of Table 1 , the results remain robust to this modification.
9 For a detailed overview, see Cantoni (2009) .
Universities:
Another argument that could bias our results is one positing that those rulers who supported the musical arts were not simply patrons of the arts but also of the sciences. If this is true, one could argue that the rulers who built opera houses also founded universities, leading to an early concentration of artists and highly skilled people that persists to this day.
In this case, the concentration of these skilled people might be the source of knowledge spillovers across locations. However, when looking at Table A2 , one sees that only seven out of 29 cities with a baroque opera house had a university before 1800. The separate regression where we omitted these seven cities when calculating distance to the closest baroque opera house are reported in Column 6 of Table 1 . Moreover, only two universities, Muenster and Brunswick, were founded during the years of the Baroque era that are of especial importance for our analyses. The results from omitting these two cities when calculating distance to the closest baroque opera house are reported in Column 7 of Table 1 . Neither specification changes our results.
Counterfactual baroque opera house locations:
We additionally use matching techniques to test the reliability of our findings. In this test, we select 29 counterfactual opera house locations from the pool of regions without a baroque opera house that match the actual opera house locations in all observable characteristics except that they do not have a baroque opera house. Due to the wide range of observable characteristics, exact matching is not practicable.
However, Rubin (1984, 1985) show that using propensity score matching, i.e., matching on the conditional probability of treatment, is a feasible way of overcoming this problem. Therefore, we concentrate on contemporary GDP per capita, soil mineralogy, parent soil, slope, coastal location, mining, religion, hanseatic cities, historic university locations (cf .   Table A3 ), and district type as observable characteristics and then apply nearest-neighbor matching to find each baroque opera house location's twin in the control group of districts 10 Note that mixed regions were basically not possible according to the Augsburg Treaty because the local ruler determined the religious denomination. However, as historic borders do not always match current borders, we that are not home to a baroque opera house. Based on the 29 counterfactual baroque opera house locations, we then calculate for each district the distance to the closest counterfactual baroque opera house and rerun the regression of Equation (1) including the control variables discussed above. Column 8 in Table 1 reports the results. Proximity to a counterfactual baroque opera house location is insignificant, making us confident that proximity to the closest actual baroque opera house location is indeed a valid and relevant measure for proximity to cultural amenities that affects the spatial equilibrium share of high-human-capital employees.
Proximity to an attractive baroque city: It might be argued that the desirability of proximity to a baroque city is more driven by the overall baroque cityscape than by the mere presence of an opera house. Among the many things that may make a city attractive are its historic architecture, including neighborhoods and parks, palaces, and castles. Due to a lack of data on such cultural amenities, we proceed inversely and analyze whether the existence of a baroque opera house is generally related to the location's concentration of bohemians. Of course, an opera house attracts not only musicians, singers, and actors, but also other bohemians, such as costumers, stage designers, and art critics. We therefore look at the contemporary spatial distribution of bohemians as derived from two datasets and regress, conditional on control variables, a district's average annual share of bohemians on a dummy that equals unity if the district is home to a baroque opera house, otherwise zero.
The first dataset (Bohemians I) stems from the German Social Insurance Statistics and covers publicists, musicians, actors, painters, and designers who are subject to social insurance. of people subject to social insurance in this region. The average annual share of these bohemians is 0.2 percent of a district's employees subject to social security. One might consider these dependently employed bohemians as the ones who work in and for publicly funded cultural amenities such as opera houses.
A shortcoming of the German Social Insurance Statistics is that it does not include freelancers. This is particularly troublesome when counting bohemians because many of them are freelancers. In fact, it is estimated that about half the active artists in Germany are working as freelancers and are not recorded in the Social Insurance Statistics (Haak 2005) .
Therefore, we gather information about freelance artists from a second database (Bohemians II), available for 2002 to 2004. These data stem from the statistics of a special insurance system (Künstlersozialkasse) created for those artists who are not in regular employment and, therefore, not subject to obligatory social insurance payments. The freelance artists included in Bohemians II provide small-scale cultural services and are engaged in fields such as writing, performing arts, fine arts, and music. In contrast to Bohemians I, they are categorized by place of residence. Accordingly, in the case of Bohemians II, we consider the share of bohemians over the resident population. The average annual share of these bohemians is another 0.2 percent of a district's resident population. employed, the coefficient of the baroque opera house dummy has a highly significant value of 0.003 (cf. Columns 1, 2, 4, and 5 of Table 2 ). Hence, in districts that are home to a baroque opera house, the share of both Bohemians I and Bohemians II is 50 percent above the sample means. This suggest that even though we concentrate on baroque opera houses, which is more likely to explain the existence of dependently employed bohemians, there is also some explanatory power with regard to perhaps complementary small-scale cultural services. By contrast, the shares of Bohemians I and Bohemians II in the counterfactual opera house districts do not differ significantly from the sample means. In other words, this is a clear indication that actual and counterfactual opera house location are similar in regard to location factors but, in fact, differ in the extent of their cultural scenes (cf. Columns 3 and 6 of Table 2 ).
<< Table 2 here >>
Regional Growth and Human Capital
Having identified an exogenous variation in the local equilibrium share of high-human-capital employees stemming from proximity to a cultural amenity, we now turn to a cross-region growth analysis in order to discover to what extent these high-human-capital individuals generate some form of local knowledge spillovers. Answering this question is of practical relevance for local governments because in the absence of positive spillovers, it is difficult to justify using taxpayer money to subsidize cultural amenities. Theories of endogenous growth (cf. Lucas 1988; Romer 1990; Aghion and Howitt 1998) emphasize that the effects of human capital are not limited to increasing labor productivity, but also lead to technological progress due to knowledge spillovers. Thus, in the presence of local knowledge spillovers, we should find a positive effect of the local level of human capital on GDP per capita growth. 12 We thus estimate a simple cross-region growth regression of the following form:
Here, i y log ∆ is average annual GDP per capita growth over the five-year period of 1999 to 2004 in district i. h it=0 is the initial stock of human capital measured as the share of employees with a tertiary degree. Following Barro (1991) , we include initial GDP per capita y it=0 to control for the catching-up of poorer regions. We further control for urbanization effects by including a set of district-type dummies D i . ε i is a standard error term. Table 3 here >> As a benchmark, Column 1 of Table 3 shows the results of a simple linear least squares regression of Equation (2). Here, we find a significant positive association between average annual GDP per capita growth over a five-year period and the initial share of high-humancapital employees in the district. To be able to causally interpret this association, in a next step, we employ instrumental variable techniques and instrument in a first-stage regression the initial share of employees with a tertiary degree by the proximity to a baroque opera house as is done in Equation (1).
<<
Columns 2 to 8 of Table 3 show the different specifications of our instrumental variable regressions results. The choice of the control variables and the subsample of the baroque opera house locations, respectively, correspond to the structure of Table 1 . In line with the regression results in Table 1 , our instrument, i.e., the minimum distance to a baroque opera house, is highly relevant in the first-stage equation. Irrespective of the choice of control variables or the subsample of baroque opera house locations, the second-stage cross-region growth regressions reveal a highly significant effect of the initial share of high-human-capital employees on average annual GDP per capita growth. The effect ranges from 0.24 to 0.50, i.e., an increase of the initial share of employees with a tertiary degree in a district by one standard deviation increases a district's average annual GDP per capita growth by about 1.0 to 2.1 percentage points. These results suggest that high-human-capital individuals are indeed an important source of local knowledge spillovers that eventually increase the growth of technological progress. Column 9 of Table 3 reports the results when using proximity to the counterfactual baroque opera house location. As already shown above, proximity to a counterfactual baroque opera house is not a relevant instrument for a district's share of high-human-capital employees. Therefore, it is no surprise that the instrumented share of highhuman-capital employees is not significant in the second-stage cross-region growth regression.
Wu-Hausman and Durbin-Wu-Hausman tests suggest that the IV regression coefficients are significantly higher only in the subsamples where we stepwise excluded hanseatic cities, historic university locations, and baroque university locations with a baroque opera house from the calculation of distance to the closest baroque opera house (Columns 6-8 of Table 3 ).
In an instrumental variable approach, we estimate the mean impact of those highly qualified employees who are attracted to a district due to its proximity to a baroque opera house, i.e.,
what Imbens and Angrist (1994) call a local average treatment effect (LATE). In other words, the latter results suggest that it is those highly qualified employees who respond to the proximity of a baroque opera house who are the ones most relevant to economic development.
Conclusions
In this paper, we exploit exogenous variation in the spatial distribution of endogenous cultural amenities. Based on predictions derived from spatial equilibrium models with exogenous amenities, we show that the equilibrium share of high-human-capital employees is larger in regions with a high level of cultural amenities than in regions with low cultural amenities.
More precisely, we show that, all else equal, for every 10 kilometers nearer to an opera house, the NUTS3 region's equilibrium share of employees with a tertiary degree increases 0.3 percentage points. Robustness tests give us confidence that this finding can be interpreted as a causal effect and not as the result of confounding factors that are correlated with both the proximity to a baroque opera house and the local share of high-human-capital employees.
To justify subsidizing cultural amenities, local governments want to know if the high-humancapital individuals who will be attracted to the region by these amenities will be the source of some form of local knowledge spillovers. According to our estimations, an increase of the local share of employees with a tertiary degree by one standard deviation increases average annual growth of regional GDP per capita by about 1.0 to 2.1 percentage points. The positive effect of the regional level of human capital on a region's growth path is a clear indication of local knowledge spillovers induced by the presence of high-human-capital employees.
Given the quasi-experimental design of our study, we can isolate the positive effect of cultural amenities on the regional share of high-human-capital employees and, subsequently, on regional growth. We exclude possible simultaneous effects, such as reduced spending for education and infrastructure or increased local taxes. Our advice to local policymakers is to be aware of the value of cultural amenities when competing for high-human-capital individuals.
However, local policymakers should also carefully consider the possibility of unwanted side effects from redistributing resources to cultural amenities at the expense of other public spending or increased taxes because such a policy could result in relocation decisions by firms or individuals that do not value cultural amenities. , 1998 . The closest baroque opera house is located in district j (j = 1,…, 29 locations (cf. Figure 1) ). For more details on the control variables, see , 1999 . Initial human capital refers to the share of employees with a tertiary degree. The closest baroque opera house is located in district j (j = 1,…, 29 locations (cf. Figure 1) ). For more details on the control variables, see Table A2 . In Columns 6 to 8, some baroque opera house locations are excluded from the calculation of the distance to the closest baroque opera house. In Column 9, distance refers to the distance to the closest counterfactual opera house location derived from propensity score matching on observable location factors (GDP per capita, soil mineralogy, parent soil, slope, coast, mining, religion, hanseatic city, and historic university location, and district type) . *** significant at the 1 percent level; ** significant at the 5 percent level; * significant at the 10 percent level. 
Bohemians I
The number of Bohemians I in a district is derived from the German Social Insurance Statistics; covers publicists, musicians, actors, painters, and designers who are subject to social insurance. These data are available from 1998 to 2004. These bohemians are categorized by their place of work, not their place of residence. Therefore, the share of bohemians is calculated as the share of people subject to social insurance in this region. A shortcoming of the German Social Insurance Statistics is that it does not include entrepreneurs, freelancers, or civil servants. This is particularly troublesome when counting bohemians because many of them are freelancers.
Bohemians II
The number of Bohemians II is derived from a special insurance system (Künstlersozialkasse) created for those artists who are not in regular employment and, therefore, not subject to obligatory social insurance payments. The freelance artists included in Bohemians II are engaged in the fields of writing, performing arts, fine arts, and music. In contrast to Bohemians I, they are categorized by place of residence. Accordingly, in the case of Bohemians II, we consider the share of bohemians over the resident population.
Coast
This variable is a dummy that equals unity if the district has direct access to the coast, otherwise zero.
